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COMPTROLLER GENERAL. OF THE UNITED STATES
WASHINGTON DC 20548

B-167006

Dear Mr Scherle

In accordance with vour rf_gl_]fﬂ, we have reviewed selected areas
of financial and property administration at Washington Technical Insti-
tute The results of our review are set forth in this report

cNG 0005

We dad not obtain written comments from the District of Columbaia
Government on the contents of the report The contents were discussed
however, with Institute officials

»

As agreed with your office, copies of this report are being sent to
the Chairmen of the House and Senate Commattees on Appropriations,
the Chairmen of the House and Senate Commattees and Subcommaittees
on the District of Columbia, the Director, Office of Management and
Budget, the Commaissioner, District of Columbia, the Chairman of the
Board of Vocational Education, and the President, Washington Technical
Institute

Sincerely yours,

7/ .

Comptroller General
of the United States

The Honorable William J Scherle
House of Representatives
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District of Columbt

2ot -15ts, and Institute officials

Speciral classes and research studies

The Institute has provided special
classes and has performed research
studies under contracts with Dis-
trict agencies, Federal departments,
and private concerns The special
classes, referred to as Urban Serv-
1ces classes, are not a part of the
Institute's regular curriculum but
are given to improve the profes-
sional ski1ls or to advance the edu-
cation of participants (Seep 6 )

The amounts charged by the Institute
for such classes and studies are de-
s1gned to recover all expenses.
Amounts collected have been depos-
1ted either in the U S Treasury to
Lhe credit of trust accounts estab-
T1shed for the Institute's use or 1in
a commercial bank account Direct
costs~--such as teachers' salaries--
have been paid from these accounts
Indirect costs--such as administra-
tive salaries, suppiies, maintenance,
utility expenses, and use of computer
fac1l1ties--have been paid from the
Institute's apportionments GAO
found that

--The Institute had no legal basis
for establishing trust and commer-
c1al bank.accounts for such pur-
poses

--Not all costs of providing special
classes and performing research
studies for other District agen-
c1es had been charged against
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apportionments, contrary to District
regulations

--Reimbursements for indirect costs
that had been charged against the
apportionments were not deposited
to the credit of the apportion-
ments, contrary to District regu-
lations

--District agencies had no legal au-
thority to provide services to
Federal departments on a reimburs-
able basis

--Payments from private concerns
were deposited in trust and com-
mercial bank accounts rather than
1n the Treasury to the credit of
the District of Columbia general
fund (See pp 6 and 7 )

The president of the Institute said
that the appropriate Institute ap-
portionments would be reimbursed for
the costs charged against them as
amounts due on contracts with Dis-
trict agencies for services provided
before July 1, 1972, were collected
He said that the trust account to
which such receipts had been de-
posited would be closed, that smmi-
lar receipts deposited 1n the com-
mercial bank would be withdrawn,
and that these amounts would be
credited to the appropriate Insti-
tute apportionments He said also
that the Institute intends to de-
posit receipts and pay costs re-
Tated to services provided to Dis-
trict agencies after June 30, 1972,
from a revolving fund the Institute
had established (See p 10 )

An official of the District's Office
of Budget and Financial Management
told GAO that the Congress had not
authorized the Institute to operate
such a revolving fund GAO believes
that the cost of providing special
classes and performing research
studies for District agencies should
be paid from the Institute's appor-

tionment and that reimbursements
from District agencies should be
credited to the Institute's appor-
tionment (See pp 10 and 11 )

The president of the Institute said
that the legality of the Institute's
providing services on a reimbursable
basis to Federal departments, and
the handling of reimbursements re-
celved from Federal departments and
private concerns, required further
consideration by the Institute and
the Board of Vocational Education
before a final decision could be
reached (See p 11 )

In GAO's opinion, the Institute has
no legal authority to provide spe-
ci1al classes and perform research
studies for Federal departments on a
reimbursable basis If the Insti-
tute wishes to continue providing
special classes and performing re-
search studies for Federal depart-
ments on a reimbursable basis, GAO
believes that the Institute must
1nitiate legislation authorizing 1t
to do so Also GAO believes that
the cost of providing special classes
and performing research studies for
private concerns should be paid from
the Institute's apportionment and
that reimbursements from private
concerns should be deposited 1n the
Treasury to the credit of the Dis-
trict of Columbia general fund

(See p 11 )

Deposit and credit of certarin moneys

The Institute erroneously deposited
tuition, gifts, and miscellaneous
1ncome 1n a commercial bank and
other tuition and miscellaneous 1n-
come 1n the Treasury to the credit
of the trust account established for
spec1al classes In addition, cer-
tain grant moneys were incorrectly
transferred to this trust account
rather than to the Institute appor-
tionments (See p 12 )



The president of the Institute
agreed to transfer all moneys to the
proper account or apportionment, ex-
cept for certain miscellaneous in-
come He 1intends to deposit miscel-
laneous 1ncome (11brary fines, fees,
and profits received from the opera-
tion of a food service facility) 1n
the Treasury to the credit of a
trust account authorized by the In-
stitute's enabling Tegislation as a
depository for gifts or endowments
GAQ believes that miscellaneous 1in-
come should be credited to the Dis-
trict of Columbia general fund

(See pp 13 and 14 )

Control by budgetary limitation

The Institute exceeded 1ts approved
budget for two programs by about
$171,000 and $195,000, without ob-
taining approval from the Subcomm1t-
tee on the District of Columbia,
House and Senate Committees on Ap-
propriations, and the District's Of-
fice of Budget and Financial Manage-
ment (See p 15 )

This happened because the Insti-
tute's accounting personnel were
concerned primarily with preventing
the authorization of obligations
that would exceed the Institute's
apportionment and were not consider-
1ng1bu§getary Timitations (See

p 18

Accounting controls initiated by the
Institute should correct this situa-
tion and provide the information
needed to request reprograming ac-
tions when desired, Before exceed-
ing budgetary requirements, the In-

Tear Sheet 3

sti1tute, however, must submit repro-
graming requests to the District's
O0ff1ce of Budget and Financial Man-
agement for 1ts approval and, when
necessary, for the approval of the
appropriate congressional subcommit-
tees (Seep 18 )

The president of the Institute
should direct Institute accounting
personnel to authorize obligations
only after they have determined that
funds are available within budgetary
Timitations (See p 18 )

Controls over equipment and supplies

The Institute did not maintain suf-
ficient 1nformation on 1ts equipment
and supplies Institute officials
informed GAO of the procedures they
intend to implement to improve con-
trol over equipmenl  GAO believes
that the steps planned, 1f properly
carried out, will provide effective
control  Steps which should be taken
to establish effective control over
supplies are detailed 1n the report
(See pp 19 to 22 )

Control over accounts receivable

The Institute does not adequately
maintain control over 1ts accounts
receivable The president of the
Institute agreed and told GAO that a
manual would be prepared and semi-
nars conducted to educate officials
1nvolved 1n these matters Addi-
tional steps which GAO believes
should be taken to establish effec-
tive control over accounts receiv-
able are detailed 1n the report
(See pp 23 and 24 )



CHAPTER 1

INTRODUCTION

In accordance with a request by Congressman William J.
Scherle, the General Accounting Office (GAO) made a review
at the Washington Technical Institute (WTI) of (1) the au-
thority for the receipt and deposit of funds, (2) the pro-
cedure for control over the obligation and expenditures of
appropriated funds, (3) the accountability for supplies and
equipment, and (4) the procedures for the collection of
tuition and fees owed by students. (See app. I.)

Title II of the District of Columbia Public Education
Act, approved November 7, 1966 (31 D.C. Code 1621-1625),
established WII and a Board of Vocational Education. WII,
which began classes in 1968, provides (1) vocational and
technical education designed to prepare individuals for
useful employment in recognized occupations and (2) voca-
tional and technical courses on an individual, noncredit
basis. WII operates under the control of the Board of Vo-
cational Education which consists of nine members appointed
by the President of the United States,

Of the District of Columbia's education appropriation
for fiscal year 1972, $7.9 million was apportioned to WII.
We estimate that WIT also received about $2.8 million in
fees, grants, reimbursements from other District agencies,
and miscellaneous income. As of March 31, 1972, WTI had
163 faculty members, 3,193 students enrolled in regular
Cclasses, 1,287 students enrolled in special classes, and
217 administrative and clerical staff members.



CHAPTER 2

IMPROPER FINANCIAL ACTIONS RELATING TO

SPECIAL CLASSES AND RESEARCH STUDIES

. WTI has provided special classes and has performed re-
search studies under contracts with District agencies, Fed-
eral departments, and private concerns. The special classes,
referred to as Urban Services classes, are not a part of
WII's regular curriculum but are given to improve the pro-
fessional skills or to advance the education of partici-
pants.

The amounts charged by WII for such classes and studies
are designed to recover all expenses. The amounts collected
have been deposited either in the U.S. Treasury to the credit
of trust accounts established for WII's use or in a commer-
cial bank account. Direct costs--such as teachers' salaries--
have been paid from these accounts. Indirect costs--such as
administrative salaries, supplies, maintenance, utility ex-
penses, and use of computer facilities--have been paid from
WII's apportionments.

We found that.

--WTI had no legal basis for establishing trust and
commercial bank accounts for such purposes.

~--Not all costs of providing special classes and per-
forming research studies for other District agencies
had been charged against apportionments, contrary to
District regulations.

--Reimbursements for indirect costs that had been
charged against the apportionments were not deposited
to the credit of the apportionments, contrary to
District regulations, but were deposited in trust and
commercial bank accounts.

~--District agencies had no legal authority to provide
services to Federal departments on a reimbursable
basis.



--Payments from private concerns were deposited in
trust and commercial bank accounts rather than in
the Treasury to the credit of the District of Columbia
general fund.

USE OF TRUST AND COMMERCIAL BANK ACCOUNTS

WII has used two trust accounts--Urban Services Trust
Fund and New Careers Trust Fund--and a commercial bank
account to handle its receipts from special classes and
research studies. Receipts have been deposited either in
the Treasury and credited to the trust accounts or in the
commercial bank account Direct costs have been paid from
the trust accounts and the commercial bank account. WTI
has no legal basis for establishing trust and commercial
bank accounts for such purposes.

WIT established the Urban Services Trust Fund in October
1969. The president of WTI said that the fund was used to
account for receipts collected and expenses incurred in
giving special classes and performing research studies that
were not provided for in WII's budget or apportionments.
Deposits to this fund, for the most part, represented pay-
ments received from giving special classes and performing
research studies, although some deposits to this fund rep-
resented receipts from grants, tuition, and the sale of
books. (See ch. 3.) From the time the fund was established
until March 31, 1972, receipts deposited in the Treasury
and credited to this account totaled $385,000 and disburse-
ments totaled about $368,000, leaving a balance of $17,000.

WIT established the New Careers Trust Fund in December
1971. A WTI official told us that the fund was used to
account for receipts under a specific contract. Under this
contract, WII was to receive $218,000 for providing training
to enrollees in a Washington, D.C., employment program. As
of March 31, 1972, WTI had been paid $69,000 which it de-
posited in the Treasury to the credit of this trust account.

In addition, WTI established a commercial bank account
in August 1970. As of March 31, 1972, WTI had deposited in
this account $63,000 from special classes and research stud-
ies. WTI had expended about $18,000 from this account in
providing these services.



CONTRACTS WITH OTHER AGENCIES
OF THE DISTRICT GOVERNMENT

The District of Columbia Code (1 D.C Code 244k) au-
thorizes District agencies to place orders with other Dis-
trict agencies for any goods or services such agencies can
provide. The code requires that the charges for such goods
or services be based on actual cost., The District of Co-
lumbia Accounting Manual provides that each District agency
(1) disclose 1in its budget submissions the estimated reim-
bursements to be received for services or goods provided to
other agencies, (2) charge all expenditures incurred in
providing the services or goods against the appropriate
appropriation, and (3) deposit the reimbursements to the
credit of the appropriation which financed the services or
goods. Contrary to these instructions, WII has not dis-
closed in its budget submissions estimated reimbursements to
be received for providing special classes and performing
research studies and has not charged all costs or credited all
reimbursements to 1ts apportionments.

WII generally does not bill for special classes and
research studies until they are completed., From August 30,
1968, to March 31, 1972, WTI entered into contracts totaling
about $591,000, of which $307,000 had been collected. WII
deposited $300,000 Jf that amount in the Treasury to the
credit of the Urban Services Trust Fund and deposited $7,000
in a commercial bank, As of March 31, 1972, $148,000 was
due WTI for services rendered.

A WTI official advised us that all direct costs related
to special classes and research studies had been paid from
the Urban Services Trust Fund and that indirect costs had
been paid from WII's apportionments. The $17,000 balance
in the trust account, the $7,000 deposited in a commercial
bank, and the $148,000 due WII for services rendered--if it
is deposited in the trust account upon collection--represent
a surplus. This surplus had accumulated from August 1968
because indirect costs had been paid from WII's apportion-
ments but the reimbursements received for the indirect costs
either had been credited to the Urban Services Trust Fund
or had been deposited in a commercial bank  These amounts
should be credited to the apportionments against which the
indirect costs had been charged.



FEDERAL GOVERNMENT CONTRACTS

As of March 31, 1972, WTI had entered into contracts
totaling $39,000 with two departments of the Federal Gov-
ernment to provide special classes and to perform a research
study. WII had provided all the services but had not re-
ceived any payments.

Agencies of the District of Columbia Government are not
authorized to accept orders and provide services on a reim-
bursable basis to departments and agencies of the Federal
Government, The District of Columbia Code (1 D.C. Code 244)
authorizes District agencies to place orders with Federal
and other District agencies, and the Economy Act of 1932
(31 U.5.C. 686) authorizes Federal agencies to place orders
with other Federal agencies for services. Neither statute,
however, authorizes a District agency to accept orders on a
reimbursable basis from a Federal department or agency. In
similar circumstances the Comptroller General of the United
States issued a decision (B-107612, Feb. 8, 1952) in which
he stated that:

"Since no statutory provision has been cited and
none had been found authorizing *** reimbursement
for services rendered as between the District of
Columbia and Federal departments or agencies,
this office may not sanction any such arrange-
ment,"

Therefore i1t is our opinion that WII had no legal
authority to provide special classes and perform research
studies for Federal departments or agencies on a reimburs-
able basis. Consequently we believe that, when WII is re-
imbursed by the two Federal departments for services al-
ready provided, these receipts should be considered mis~
cellaneous income of the District of Columbia Government
and should be deposited in the Treasury to the credit of
the District of Columbia general fund.



CONTRACTS WITH PRIVATE CONCERNS

As of March 31, 1972, WTI had entered into contracts
totaling $364,000 with private concerns to provide special
classes and perform research studies. Of the $157,000 col-
lected by WTI as of March 31, 1972, $56,000 was deposited in
a commercial bank and $101,000 was deposited in the Treasury
to the credit of the Urban Services Trust Fund and the New
Careers Trust Fund,

The District of Columbia Code (47 D.C. Code 301) re-
quires that revenues be deposited in the Treasury to the
credit of the District of Columbia general fund. The moneys
collected by WTI from private concerns for providing spe-
cial classes and performing research studies should be de-
posited in the Treasury to the credit of the District of

Columbia general fund.

We discussed these matters with the president of WIL
in May 1972. He informed us that amounts due on contracts
with District agencies related to services provided prior
to July 1, 1972, would be reimbursed to the appropriate ap-
portiomments as they were collected. He said that (1) the
Urban Services Trust Fund would be closed by June 30, 1972,
(2) the balance of the fund would be credited to the appro-
priate apportionments, and (3) payments received from Dis-
trict agencies that had been deposited in the commercial
bank account would be withdrawn and reimbursed to the ap-
propriate apportiomments.

The president of WII informed us that a revolving fund
had been established in accordance with section 2-17-1 of
the District of Columbia Accounting Manual and that all re-
ceipts from District agencies related to services provided
after June 30, 1972, would be deposited in this fund and all
direct and indirect charges paid from 1t. The section 1in
the accounting manual cited by the president states that au-
thority has been granted by the Congress to operate certain
funds without fiscal year limitation for the performance of
services as prescribed in the authorization. An official
of the District of Columbia's Office .of Budget and Financial
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Management told us that the Congress had not authorized WTI
to operate such a fund

The president of WIT said that the other 1issues, such
as the legality of WIIl's providing services to Federal de-
partments and the handling of reimbursements received from
Federal agencies and private concerns, required further
consideration by WII1 and the Board of Vocational Education
before a final decision could be reached.

CONCLUSIONS

Moneys received by WII for providing special classes
and performing research studies had been erroneously depos-
ited i1n the Treasury to the credit of trust accounts and
erroneously deposited in a commercial bank account. The ac-
tions cited by the president of WII will correct the im-
proper credits and deposits of moneys collected from Dis-
trict agencies. The Congress had not authorized WII to op-
erate such a revolving fund. Therefore we believe that WTI
should charge and reimburse its apportiomment for all ex-
penses related to providing special classes and research
studies to other District agencies.

In our opinion, WIT has no legal authority to provide
special classes and perform research studies for Federal
departments or agencies on a reimbursable basis. We believe
that moneys to be collected by WII under existing arrange-
ments should be considered miscellaneous income to the Dis-
trict of Columbia and should be deposited in the Treasury
to the credit of the District of Columbia gemeral fund.
Furthermore we believe that WII, i1f it wishes to continue
providing such services on a reimbursable basis, must in-
stitute legislation authorizing i1t to do so.

We believe that receipts from private concerns are mis-
cellaneous income to the District of Columbia and should be
deposited in the Treasury to the credit of the District of
Columbia general fund. We believe also that the New Careers
Trust Fund should be closed and that, in the future, the
costs of providing such services should be included in WII's
budget and be paid from its apportiomment and that the re-
ceipts should be deposited in the Treasury to the credit of
the District of Columbia general fund.

11



CHAPTER 3

ERRONEOUS DEPOSITING AND CREDITING

OF CERTAIN MONEYS

WTI 1s required by law to deposit certain receipts in
the Treasury--tuition and miscellaneous income to the credit
of the District of Columbia general fund and gifts to the
credit of a trust account authorized by WII's enabling leg-
i1slation. WTI erroneously deposited tuition, miscellaneous
income, and gifts in a commercial bank and other tuition and
miscellaneous income in the Treasury to the credit of the
Urban Services Trust Fund--the trust fund established to ac-
count for the receipts from special classes. Also certain
research grants received by WII provide for reimbursing WII
for certain indirect costs incurred on grant projects. How-
ever, certain grant funds were transferred from grant trust
accounts to the Urban Services Trust Fund rather than to
WTI's apportiomments from which the costs were paid.

The District of Columbia Code (47 D.C. Code 301) re-
quires that revenues be deposited in the Treasury to the
credit of the District of Columbia general fund. From
July 1, 1970, to February 29, 1972, WII collected miscella-
neous 1ncome totaling about $30,000 from the sale of books,
library fines, fees (such as late registrations, transcripts,
and duplicate identification cards), and profits received
from the operation of a food service facility. On Febru-
ary 29, 1972, WII had on deposit about $3,000 in testing and
graduation fee receipts. Of the $33,000, $26,000 was de-
posited in a commercial bank account and $7,000 from the
sale of books was deposited in the Treasury to the credit of
the Urban Services Trust Fund.

Section 203(a)(6) of the District of Columbia Public
Education Act requires that receipts from tuition be de-
posited in the Treasury to the credit of the District of
Columbia general fund. From July 1, 1970, to February 29,
1972, WTI collected tuition of 311,787 from District of
Columbia public schools for attendance by public school em-
ployees in regular WII classes. The receipts were deposited
in the Treasury to the credit of the Urban Services Trust
Fund. Subsequently, $850 was transferred to the District of
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Columbia general fund. Additional tuition of $6,873 col-

lected from individual students was deposited in a commer-
cial bank,

Section 203(a)(9) of the act empowers the Board of Voca-
tional Education to accept services and moneys, including
gifts and endowments. The act requires that such moneys be
deposited in the Treasury to the credit of a District trust
account authorized in the act. WII had not established this
account as of March 31, 1972, From March 1, 1969, to Febru-
ary 29, 1972, WII had received gifts totaling $1,320 which
1t deposited in a commercial bank.

Certain research grants received by WII provide for the
payment to WII of certain indirect costs. Indirect costs,
including rental and maintenance costs associated with these
various grant projects, were paid from WII apportionments;
therefore, the grant funds made available for these purposes
should have been reimbursed to such apportiomments. However,
between July 1970 and February 1972, about $32,000 for these
indirect costs had been transferred from the grant trust ac-
counts and credited to the Urban Services Trust Fund.

According to the president of WTI, section 203(a)(9) of
the District of Columbia Public Education Act refers to mis-
cellaneous income receipts described herein, except for
those receipts from the sale of books. Therefore he intends
to establish the trust account authorized in the act and de-
posit miscellaneous income i1n the Treasury to the credit of
this trust account. He said that (1) receipts from the sale
of books would be deposited in the Treasury to the credit of
the District of Columbia general fund, (2) tuition and gifts,
including those already collected, would be deposited in ac-
cordance with the appropriate sections of the District of
Columbia Public Education Act, and (3) grant funds errone-
ously credited to the Urban Services Trust Fund would be
transferred to the appropriate WII apportionments.

CONCLUSIONS

The actions promised by, the president of WII should
correct the improper deposits described above, except for
certain miscellaneous income receipts that will be credited
to a trust account. We believe that such receipts are 1income

13



subject to the provisions of 47 D.C. Code 301 rather than
contributions subject to the provisions of section 203(a)(9)
of the District of Columbia Public Education Act. Officials
of the District Govermment responsible for finance and ac-
counting matters concurred with our conclusion as to the
classification of such receipts. Therefore these receipts
should be credited to the District of Columbia general fund.

14



CHAPTER 4

ACCOUNTING CONTROL OVER APPORTIONMENTS NOT

MAINTAINED BY BUDGETARY LIMITATION

District agencies are required to obtain the approval
of the Subcommittee on the District of Columbia, House and
Senate Committees on Appropriations, and the District's
Office of Budget and Financial Management before reprogram-
ing funds in excess of $25,000 During fiscal year 1971
WTI exceeded its approved budget on two programs by about
$§171,000 and $195,000 without obtaining the necessary ap-
provals, This occurred because WII's accounting personnel
were concerned primarily with preventing the authorization
of obligations that would exceed WII's apportionment and
were not considering budgetary limitations.

The apportionment to WII for fiscal year 1971 was
divided into three program allotments: General Administra-
tion, Academic Affairs, and Institutional Support. In
addition, the District established dollar limitations for
personnel compensation, personnel benefits, and other ex-
penditures,

Senate Report 564 on the District of Columbia's fiscal
year 1970 appropriations bill initiated a requirement that
the Chairman, Subcommittee on the District of Columbia,
Senate Committee on Appropriations, be notified and that
Subcommittee approval be obtained before funds in excess
of $25,000 are reprogramed. This requirement was restated
in the Senate reports on the District's appropriation bills
for fiscal years 1971 and 1972, District officials advised
us that the House Subcommittee on the District of Columbia
had the same reprograming requirements.

In October 1970 the District's Office of Budget and
Financial Management established a reporting system requir-
ing District agencies to request its approval 30 days before
reprograming funds. In a memorandum to agency heads, the
budget officer explained that these guidelines were estab-
lished to enable the Budget Office to meet its responsibili-
ties and, when necessary, to obtain approval from the appro-
priate congressional subcommittees, The memorandum defined

15



reprograming as the temporary shift of funds in excess of
$25,000 for a purpose other than that agreed to in the
budget plan approved by the Congress. Examples of re-
programing cited in the memorandum include the transfer of
funds between programs, activities, or objects of expendi-
tures. Agency heads were advised that they would not have
the authority to reprogram funds until written approval was
obtained from the Budget Office.

Our examination of fiscal year 1971 financial reports
prepared by the District's central accounting unit and WIT's
accounting personnel showed that WTI had expended funds for
purposes different from those stated in 1ts approved budget,
as summarized in the following tables.

Comparison of Fiscal Year 1971
Budget and Expenditures by Program

Over(-)

under

Program Budgeted Expenditures expended
General administration $ 680,355 $ 851,486 $-171,131
Academic affairs 3,786,503 3,262,136 524,367
Institutional support 1,203,425 1,398,200 ~-194,775
Total $5,670,283  $5,511,822 $ 158,461
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Comparison of Fiscal Year 1971
Budget and Expenditures by Dollar Limitation

Over(-)
Limita- Expendi- under
tion Description Budgeted tures expended
0l Personnel
compensation $3,190,214 $3,104,439 $ 85,775
02 Personnel
benefits 653,293 422,744 230,549
03 Other objects
(note a) 1,826,776 1,984,639 -157,863

$5,670,283  $5,511,822 $ 158,461

a - . . . R
Travel, utilities, services, equipment, and supplies.

In view of the above, we asked WTI officials to provide
us with their reprograming requests for fiscal year 1971.
The president of WTI made three requests to the Budget Of-
fice on June 28, 1971. He requested authority to transfer
$282,400 from the Academic Affairs program to the General
Administration and Institutional Support programs and to
help finance a study of higher education in the District
of Columbia. The justifications included in the three re-
quests stated that funds were available due to the timing
of WII's supplemental apportiomment, and the justifications
included in two of the requests also stated that funds were
available from corresponding objects of expenditure in the
Academic Affairs program,

In a reply dated July 19, 1971, the Budget Office
stated that no action could be taken on these requests,
because they were received too late to obtain approval from
the appropriate congressional subcommittees in time to
allow obligation of the funds before the close of the fiscal
year. Also our review of WTI's accounting records showed
that expenditures for the General Administration and Insti-
tutional Support programs as of June 30, 1971, exceeded the
budgeted amounts by about $366,000, or about $84,000 more
than the amount the president of WTI had requested to be
reprogramed.
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WTI receives monthly and daily financial reports from
the District's central accounting unit. Because of the
delay in recording obligations on the daily report and
because the report may contain errors, outstanding obliga-
tions should be reconciled with the report on a daily basis.
This reconciliation would enable WTII to determine the status
of its apportionment by budgetary limitation.

In February 1972 WTI's accounting personnel told us
that (1) daily reconciliations were not made and that the
reports received from the District's accounting unit were
used to estimate whether apportioned funds were available
before authorizing obligations and (2) an obligation would
be authorized even though it might result in exceeding a
budgetary limitation as long as a comparison with the daily
report indicated an overobligation of WIl's apportionment
would not occur,

WTI officials advised us in May 1972 that outstanding
obligations were being reconciled with the District's daily
report and that the balance of WII's apportionment by budg-
etary limitation was being computed daily. Examination of
WII's accounting records showed that the stated action had
been implemented. We noted, however, that, because these
controls were not established until April 1972, WTI might,
according to its April 1972 financial report, expend
$139,000 more in fiscal year 1972 on its Institutional
Support program than was budgeted. The financial report
included actual expenses through April and mandatory ex-
penditures projected to the end of the fiscal year.

CONCLUSIONS

WTI has not maintained adequate accounting control over
its apportiomment by budgetary limitation. Actions recently
jnitiated should correct this situation and provide the in-
formation needed to request reprograming actions when desired.
Before exceeding budgetary requirements, WTI, however, must
submit reprograming requests to the District's Budget Of-
fice for its approval and, when necessary, the approval of
the appropriate congressional subcommittees. The president
of WTI should direct his accounting personnel to authorize
obligations only after they have determined that funds are
available in the program or object of expenditure to be
charged.
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CHAPTER 5

INADEQUATE ACCOUNTING CONTROL

OVER EQUIPMENT AND SUPPLIES

The District of Columbia Accounting Manual states that
District agencies having custody of property should main-
tain detailed property records and control accounts. WII,
however, does not maintain accurate information on its
equipment and supplies.

A function of financial property accounting is to pro-
vide reliable and systematically maintained records of an
agency's 1investment in property. We believe that property
accounting should include:

~~Recording in accounts all transactions affecting in-
vestments in property, including the acquisition,
consumption, and disposal of property.

--Maintaining appropriate records of the quantities and
location of property to be of maximum assistance in
the procurement and use of such property, including
the identification of excess property and its use,
transfer, or disposal.

--Verifying independently the accuracy of the account-
ing records through periodic physical inventories,

EQUIPMENT

The WTI Procurement Manual prescribes procedures to be
followed for controlling equipment. The procedures are no
longer fully applicable, however, because WTI utilizes a
computer printout, referred to as an inventory control list-
ing, as its detailed inventory record rather than the man-
ually posted inventory cards described in the manual.

A WTI official told us that all equipment with a use-
ful life of 1 year or more was included on the inventory
control listing which was prepared periodically, As of
November 22, 1971, the listing included 5,580 items costing
over $3 million and the name, date ordered, description,
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location, manufacturer, cost, and stock number of each item
of equipment

We were informed by WII procurement officials that
(1) a single employee 1s responsible for controlling WII
equipment, (2) all equipment 1s received and disposed of at
the receiving warehouse, (3) after the equipment 1s accepted,
a stock control number 1s assigned to each item and this and
the other data are forwarded to the Data Processing Section
so that the new equipment can be added to the inventory con-
trol listing, and (4) when equipment 1s disposed of or relo-
cated, this information 1s sent to WIl's Data Processing
Section so that the equipment can be deleted from the list-
ing or the new location record The last physical inventory
of equipment was completed in June 1971, however, no record
of this or other physical inventories was available for our
review

To evaluate the effectiveness of WII's inventory con-
trol procedures, we attempted to (1) verify that 39 pieces
of equipment purchased during October and December 1970,
with a useful 1life of over 1 year and costing $50 or more,
had been recorded on the November 1971 inventory control
listing and (2) locate 64 items, costing $50 or more, that
had been randomly selected from the November 1971 inventory
control listing. Of the 39 items purchased in October and
December 1970, only eight had been included on the November
1971 inventory control listing. Also, of the 64 items we
attempted to locate, 14 could not be found. WII, after
subsequent investigation, told us that three of the items
had been reported stolen and therefore should have been de-
leted from the list: four items could not be found; and
seven items similar to those selected had been found in a
location other than that indicated on the listing. However,
we could not determine whether these seven items were the
seven we were looking for, because stock numbers had not
been recorded or had been inaccurately recorded on the equip-

ment.

Our review showed that WII's inventory records were
not accurate primarily because the warehouse did not assign
stock control numbers to all equipment--a prerequisite to
submission of data for inclusion on WII's inventory control
listing. In some cases stock control numbers were not as-
signed, contrary to equipment control procedures, because
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equipment had been delivered to locations other than the
warehouse and warehouse employees had no knowledge of the
delivery. In other cases warehouse employees failed to as-
sign stock control numbers to equipment that had been de-
livered to the warehouse, As a result necessary information
concerning the equipment had not been sent to the Data Proc-
essing Section and therefore was not included on the in-
ventory control listing.

SUPPLIES

The WII Procurement Manual states that the issuance and
receipt of supplies shall be recorded on computer data cards
which shall be used to produce weekly status reports. The
manual requires that a physical inwventory be taken four
times a year, that the results of the inventory be compared
with the status report, and that differences be explained,
It states also that supplies should be issued only to au-
thorized personnel.

These procedures are not being followed. Although a
monthly physical inventory is taken to determine the value
of supplies on hand and items needed, it is not reconciled
to the status reports. Further, supplies are issued to any
WIT employee who submits a requisition even though some of
these employees are not authorized to requisition supplies.

WII officials agreed in January 1972 that there had
been a breakdown in the control over equipment and promised
to provide us with a policy statement outlining their
planned corrective actions. They said that consideration
would be given to i1mproving controls over supplies. In
April 1972 they furnished us with a policy statement de-
scribing, in general, their plans to improve control over
equipment. In addition, we obtained through discussions
the procedures they intend to implement. To control equip-
ment WIT officials plan to (1) update the sections of the
WIT Procurement Mamual relating to property control and
inventory, (2) take a complete physical inventory to account
for all items purchased after WII began operations, (3)
require that all equipment deliveries be made to the ware-
house, stock control numbers be assigned, and required
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information be transmitted to the Data Processing Section,
and (4) take an annual physical inventory.

CONCLUSIONS

The procedures followed and the records maintained by
WIT for controlling equipment and supplies were inadequate.
However, the actions planned, if properly carried out, will
provide adequate accounting control over equipment. For
supplies, WII should (1) establish a general ledger control
account, (2) develop and implement written procedures for
recording all transactions in the general ledger control
account, (3) use data obtained during periodic physical in-
ventories for control purposes, and (4) provide to the
staff responsible for issuing and controlling supplies, a
listing of persons authorized to requisition supplies.
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CHAPTER 6

INADEQUATE CONTROL OVER ACCOUNTS RECEIVABLE

The District of Columbia Accounting Manual directs Dis-
trict agencies to maintain detailed accounts receivable rec-
ords and a general ledger control account. WII, however,
does not maintain adequate information on 1ts receivables,

Accounting for receivables i1s an important form of con-
trol, because it provides a systematic record of amounts due
that must be accounted for by the responsible agency. Re-
ceivables should be recorded promptly and in amounts actually
due under contractual or other arrangements.

Most of WII's receivables result from providing special
classes and performing research studies for other District
agencies, Files of contracts and related correspondence
maintained in the Comptroller's office were WII's basis for
determining amounts due and for preparing billings,

We reviewed the records maintained by WII officials
responsible for providing special classes and performing
research studies and the records maintained in the Comp-
troller's office to determine whether (1) billings were pre-
pared promptly and accurately for all services provided and
(2) receivables were collected promptly. Although the
amounts due WIT pursuant to completed contracts totaled
$188,000 as of January 1972, bills totaling only $97,000 had
been prepared and sent to debtors. Also some bills were 1in-
accurately prepared and some were outstanding for over
2 years,

These deficiencies occurred because (1) the Comptroller's
office did not have copies of all contracts and therefore
those responsible for preparing billings were unaware that
b1lls should have been prepared, (2) the amount due was com-
puted on an erroneous basis, and (3) the efforts to collect
unpaid bills were minimal 1n most instances,

We discussed the delinquent and unbilled accounts re-

ceivables with WI'T officials in January 1972, By March 31,
1972, WIT had prepared bills totaling $212,000 for delinquent

23



accounts, unbilled amounts, and amounts due on recently com-
pleted contracts. Subsequently, $107,000 was collected.
WIIl's president agreed that accounts receivable had not re-
ceived adequate attention. He said that (1) a manual deal-
ing with accounts receivable would be prepared in the first
quarter of fiscal year 1973 and (2) seminars would be con-
ducted to educate officials involved in these matters.

CONCLUSIONS

WII has not maintained adequate control over its ac-
count receivable, In preparing a manual and conducting semi-
nars to insure effective control over accounts receivable,
WI'I should:

--Establish a general ledger control account and subsid-
iary records.

--Develop and implement written procedures for (1) re-
cording all transactions in the general ledger control
account, (2) maintaining subsidiary records showing,
among other things, the name and address of the debtor,
the date and original amount of the debt, payments,
and the current balance, and (3) periodically recon-
ciling amounts in the subsidiary records with the con-
trol account. .

--Send followup billings to delinquent debtors and peri-
odically determine and report uncollectable accounts
to the District of Columbia Corporation Counsel for
necessary legal action.
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APPENDIX I
WILLIAM J SCHERLE COMMITTEES

718 DISTRICT IOoWA EDUCATION AND LABOR

INTERNAL SECURITY
COUNTIES

Ao nmzon Congress of the United States o

AUDUBON MADISON 512 CANNON BUILDING
CARROLL MILLS WasHINGTON D C 20515

GRAWFORD  MONTGOMERY Bouse of Vepregentaives G202 2253806
DALLAS PAGE
Zﬁi’:ﬁgf :ﬂg‘;‘:ﬂﬂl\mxs Washiugtan, BD.EC. 20515 °'?"2°L‘;f§ﬁ
e 257 FEDERAL BUILDING
B , 1
7y 12, 1971 ol ST o S1%

AC 402, 221-3348

Comptroller General Elmer B Staats
General Accounting Office
441 G Street N W

Washington, D C 20548 BEST DOCUN\\:_NT

Dear Mr Staats

AVAILABLE

It has come to my attention that the General Accounting Office re-
cently completed a report at the request of Senator William Spong on fi-
nancial and property management at Federal City College As a menber of
the Distract of Columbia Subcommittee of the House Committee on Appropri-
ations, I am concerned about the operations of this and other institu-—
tions of higher education in the District of Columbia which are supported
by federal funds

Specifically, 1t 1s requested that your office revaew the operations
of the Federal City College, the Washington Technical Institute and the
Distract of Columbia Teachers College. We ask that you exammne the fol-
lowing areas in particular the authority of the receipt and deposit of
all funds, the procedures for control over the obligations and expendi-
tures of appropriated funds, the accountability for supplies and equip-
ment, and the procedures for collection of tuition and fees owed by stu-
dents  Your prompt cooperation in this investigation would be greatly
appreciated

With kand regards.

Sincerely,

F/BW,(M

William J. Scherle
Member of Congress
7th Iowa District

WJIS. amf’

US. GAO Wash,DC

25



Copies of this report are available from the
U S General Accounting Office, Room 6417,
441 G Street, N W, Washington, D C , 20548

Copies are provided without charge to Mem-
bers of Congress, congressional committee
staff members, Government officials, members
of the press, college libraries, faculty mem-
bers and students The price to the general
public 1s $1 00 a copy Orders should be ac-
companted by cash or check






